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Puerto  Rico:  An  American  Responsibility 

BY  OLIVE  HOLMES 

This  Report  is  a  general  survey  of  the  Puerto  Rican  situation,  incorporating  infor¬ 
mation  and  impressions  gathered  by  Miss  Holmes  on  a  recent  visit  to  the  island. 


PUERTO  RICANS  await  with  more  than  usual 
concern  the  report  of  the  joint  Congressional  com¬ 
mittee  which  visited  the  island  in  February  1947. 
On  its  findings  depend  prospects  for  the  insular  re¬ 
form  program  adopted  in  1940  and  for  early  settle¬ 
ment  of  Puerto  Rico’s  political  status.  Because  the 
Republican  party  has  won  the  majority  in  Congress 
and  is  alHUated  with  the  minority  Puerto  Rican 
party  of  the  same  name,  the  people  of  the  island  are 
asking  themselves  whether  new  and  different  solu¬ 
tions  to  their  critical  problems  will  now  be  sought. 
After  four  centuries  of  colonialism,  Puerto  Rico’s 
problems  are  deep-rooted  and  stubborn.*  They 
result  primarily  from  a  serious  maladjustment  be¬ 
tween  the  number  of  people  living  on  the  island 
and  the  ability  of  the  land  to  support  this  num¬ 
ber,  Like  all  insular  peoples,  Puerto  Ricans  face  the 
danger — in  this  case  real  and  imminent — of  being 
crowded  into  the  sea.  At  the  time  of  the  1940  cen¬ 
sus  the  population  totaled  1,869,255;  it  is  now  ap¬ 
proximately  2,175,000;  and,  according  to  estimates 
based  on  the  present  rate  of  growth,  by  i960  it  will 
be  over  3  million.^ 

Means  of  supporting  the  population  other  than 
agriculture  are  conspicuously  lacking.  The  island 
possesses  in  quantity  none  of  the  resources  needed 
for  the  development  of  heavy  industry.  Such  enter¬ 
prises  and  occupations  as  exist  depend  for  the  most 
part  directly  or  indirectly  on  agriculture.  But  em¬ 
ployment  opportunities  in  the  fields,  the  sugar  cen¬ 
trales  and  simple  industrial  establishments  have  not 
kept  pace  with  population  growth,  increasing  only 

1.  For  discussions  of  Puerto  Rico’s  economic  and  social  prob¬ 
lems,  which  this  Report  attempts  to  summarize,  see  Victor 
Clark  and  others,  Porto  Rico  and  Its  Problems  (Washington, 
Brookings  Institution,  1930);  Earl  James,  “Puerto  Rico  at  the 
Crossroads,”  Foreign  Policy  Reports,  Vol.  XIII,  No.  15;  and 
E.  S.  Carver  and  E  B.  Fincher,  Puerto  Rico:  Unsolved  Problem 
(Elgin,  Illinois,  Elgin  Press,  1945). 

2.  Puerto  Rico;  Planning  Board,  Technical  Paper  No.  2, 
Frederick  Bartlett  and  Brandon  Howell,  "Puerto  Rico  y  su 
problema  de  poblacion”  (San  Juan,  1946),  p.  3. 


half  as  fast  as  the  latter.^  The  effort  to  support  a 
dense  and  growing  population  on  the  products  of 
the  soil  has  proved  a  losing  battle,  and  the  planta¬ 
tion  economy  is  characterized  by  chronic  unem¬ 
ployment  and  uneven  distribution  of  wealth. 

EFFECTS  OF  AMERICAN  OCCUPATION 

Fifty  years  of  United  States  occupation  have  ag¬ 
gravated  the  discrepancy  between  population  and 
resources.  Rapid  economic  development  and  im¬ 
provement  of  sanitation  and  public  health  facil¬ 
ities  in  this  period  have,  in  fact,  accelerated  popula¬ 
tion  growth  and  this,  in  turn,  has  held  down  liv¬ 
ing  standards.  The  chief  consequence  of  the  oc¬ 
cupation  has  been  to  intensify  the  colony’s  depen¬ 
dence  on  the  United  States  for  a  free  market.'*  The 
relationship,  however,  has  not  been  altogether  an 
unmixed  blessing  either  for  Puerto  Rico  or  this 
country.  Under  the  tariff  preference,  Puerto  Rican 
sugar  has  reached  a  market  in  the  United  States  to 
which  Cuban  sugar  has  not  had  access  despite 
Cuba’s  better  lands  and  lower  production  costs.  But 
unprotected  crops  like  coffee,  which  had  been  the 
most  important  export  under  Spanish  rule,  were  ad¬ 
versely  affected  by  the  cession  of  Puerto  Rico  to  the 
United  States.'  Specialization  in  a  few  export 
crops,  notably  sugar,  has  required  underpaid  Puerto 
Ricans  to  buy  from  the  expensive  mainland  mar¬ 
ket  almost  all  their  manufactured  goods  and  the 
bulk  of  their  food  supply.'’  The  gain  represented 

3.  Ibid.,  p.  6. 

4.  For  discussion  of  tariff  assimilation  of  Puerto  Rico  by  the 
United  States,  see  Tariff  Commission,  The  Economy  of  Puerto 
Rico  (Washington,  1946),  pp.  5-1 1. 

5.  For  relative  importance  of  seven  major  Puerto  Rican  ex¬ 
ports  for  selected  years,  see  S.  L.  Descartes,  Basic  Statistics  On 
Puerto  Rico  (Washington,  Office  of  Puerto  Rico,  1946),  p.  50, 
Table  VI-7. 

6.  Ibid.,  Table  VI-8,  p.  51.  Foodstuffs  constitute  approximately 
one-third  of  Puerto  Rican  imports  and  about  60  per  cent  of  all 
food  consumed  on  the  island  is  imported.  A.  D.  Gayer,  P.  T. 
Homan,  and  E.  K.  James,  The  Sugar  Economy  of  Puerto  Rico 
(New  York,  Columbia  University  Press,  1938),  p.  32. 
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by  the  free  market  in  the  United  States  is  thus  off¬ 
set  to  some  extent  by  a  high  cost  of  living^ 

One  of  the  results  of  specialization  for  the  conti¬ 
nental  market  that  brought  a  great  deal  of  invest¬ 
ment  capital  into  the  island  is  a  hidden  unfavor¬ 
able  balance  of  payments  for  Puerto  Rico.  Except 
in  abnormal  periods  like  the  war,  the  gain  to  the 
island  from  the  excess  of  commodity  exports  over 
imports  is  cancelled  out  by  the  net  deficit  in  such 
invisible  items  as  interest  and  dividend  payments.** 
The  adverse  balance  of  payments  has  been  the 
object  of  a  great  deal  of  critical  comment  by  Puerto 
Ricans  to  the  effect  that  the  wealth  of  the  island  is 
being  drained  off  by  absentee  sugar  interests  in  the 
United  States^  which  are  regarded  as  the  principal 
beneficiaries  of  the  tariff  arrangement.  But  the 
amounts  leaving  the  island  have  not  by  any  means 
been  as  astronomical  as  Puerto  Ricans  sometimes 
assert  and  are  now  declining,  because  the  period  of 
rapid  development  is  over,  agriculture  is  being  re¬ 
organized,  and  industry  is  assuming  greater  impor¬ 
tance  in  the  formation  of  insular  income.  Whereas 
in  1928  payments  of  interest  and  dividends  to  out¬ 
side  investors  amounted  to  about  $12  million,  in 

1942  such  payments  had  declined  to  approximately 
$9  million,  and  to  $5  million  in  1943.*“  In  the  war 
period,  1939-1944,  net  payments  of  interest  and  divi¬ 
dends  abroad  declined  from  over  2  per  cent  to  1.2 
per  cent  of  the  total  net  income  of  the  island." 

Apart  from  the  benefits  deriving  from  reciprocal 
free  trade,  Puerto  Rico  also  receives  considerable 
economic  aid  from  the  mainland.  This  aid  consists 
of  loans  and  emergency  expenditures  for  hurricane, 
unemployment  and  work  relief,  and  grants  for 
agricultural  adjustment,  farm  security,  soil  conser¬ 
vation,  food  relief,  public  health,  and  both  military 
and  non-military  war  projects.’^  From  1898  through 

1943  these  expenditures  amounted  to  the  rather 
modest  sum  of  $306  million,  94  per  cent  of  which 
was  made  after  1933,  when  sugar  production  was 
restricted."  The  single  most  important  feature  of 

7.  Furthermore,  goods  may  be  moved  to  Puerto  Rico  only  in 
vessels  of  U.S.  registry,  under  the  coastwise  shipping  laws,  and 
the  elTcct  of  this  monopoly  is  to  raise  the  cost  of  Puerto  Rican 
exports  by  the  amount  which  the  rates  charged  by  American 
ships  represent  over  rates  of  cheaper  foreign  shippers. 

8.  Robert  Sammons,  The  Balance  of  External  Payments  of 
Puerto  Rico,  ig4t-2  and  1942-3  (San  Juan,  University  of  Puerto 
Rico  and  Office  of  Statistics,  April  1945)  (mimeographed), 
PP.  f)-12. 

9.  luan  F.nrique  Soltero,  El  camino  de  la  lihertad  (Rio  Piedras, 
Editorial  Lihertad,  1946),  p.  97. 

to.  Porto  Rico  and  Its  Problems,  cited,  p.  414.  The  Balance  of 
External  Payments,  cited,  pp.  48-55. 

It.  Daniel  Creamer,  Puerto  Rico’s  Income:  Its  Sources  and 
Distribution  (Rio  Piedras,  Social  Science  Research  Center,  Uni¬ 
versity  of  Puerto  Rico,  1947). 

12.  The  Economy  of  Puerto  Rico,  cited,  p.  4. 

13.  Ibid.  Puerto  Ricans  jxiint  out  that,  while  sugar  production 
was  restricted  by  artificial  means  at  that  time,  maximum  output 


I'ederal  assistance  is  the  return  of  Federal  excise 
taxes  collected  in  the  United  States  on  mainland 
consumption  of  Puerto  Rican  rum  and  tobacco." 
Rum  sales  on  the  mainland  soared  during  the  war, 
when  thirsty  Americans  could  not  buy  other 
liquors,  and  over  $133  million  were  remitted  to  the 
insular  treasury  on  this  account  in  the  period  1941- 
1945.  After  weighing  various  aspects  of  the  eco¬ 
nomic  association  between  the  colony  and  the 
metropolitan  country,  a  Tariff  Commission  report 
concludes  that  “the  Puerto  Rican  economy  has 
clearly  gained  much  more  than  it  has  lost  by  the 
tariff  arrangement,  whereas  the  economy  of  the 
continental  United  States  has  lost  more  than  it  has 
gained.”" 

At  the  same  time,  however,  the  orientation  of 
Puerto  Rico  toward  the  United  States  has  disrupted 
the  rural  organization  of  life  on  the  island,  upset¬ 
ting  the  old  way  in  which  land  was  owned  and 
used"  "  and  people  lived,  without  spreading  the 
benefits  derived  from  the  new  relationship  among 
the  entire  group."  This  is  an  understandable  conse¬ 
quence  of  Puerto  Rico’s  situation  as  an  island — with 
few  resources  other  than  location  in  the  tropics  and 
an  abundant  labor  supply — and  as  a  strategically- 
placed  neighbor  of  a  great  industrial  power.  The 
economic  structure,  however,  is  unable  to  support  a 
rapidly  growing  population  and  the  people,  in  turn, 
have  little  incentive  to  improve  the  structure. 

Dispersed  Handling  of  Puerto  Rican  Affairs 

Puerto  Rico’s  economic  troubles  are  complicated 
by  the  absence  of  a  clearly  defined  national  policy 
for  the  eventual  settlement  of  this  “unincorporated 
territory’s”  political  status  and  the  lack  of  a  strong 
agency  responsible  for  the  home  direction  of  Puerto 
Rican  affairs.  The  insular  “constitution,”  the  Or¬ 
ganic  Act  passed  by  Congress  in  1917  during  an 
earlier  war  emergency,  intended  that  Puerto  Ricans 
should  have  a  larger  degree  of  local  autonomy  than 
that  permitted  by  the  Foraker  Act  of  1900,  but  at 
the  same  time  reserved  certain  powers  to  the  Fed¬ 
eral  government  which  are  theoretically  unlimited. 

Federal  control  over  the  island  is  channeled 
through  three  different  agencies:  the  President, 
Congress,  and  the  Federal  courts.  The  President, 
with  the  advice  and  consent  of  the  Senate,  appoints 

would  have  been  reached  anyway  within  a  few  years.  Hence 
Federal  spending  for  rehabilitation  was,  they  believe,  economi¬ 
cally  justified. 

14.  Organic  Act  of  March  2,  1917.  As  far  as  Puerto  Rico  is 
concerned,  the  remission  of  these  revenues  operates  as  an  export 
tax,  equalizing  competition. 

15.  The  Economy  of  Puerto  Rico,  cited,  pp.  5-6. 

16-17.  Porto  Rico  and  Its  Problems,  cited,  pp.  495-500. 

18.  Report  of  the  Puerto  Rico  Policy  Commission  (Chardon 
Rejwrt,  Washington,  1934)  (mimeographed). 
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the  Governor  and  certain  members  of  the  Gov¬ 
ernor’s  Executive  Council.  In  practice,  the  Pres¬ 
ident  makes  these  appointments  and  takes  other 
action  regarding  Puerto  Rico  on  the  recommenda¬ 
tion  of  his  political  advisers  and  of  the  small,  under¬ 
equipped  Division  of  Territories  and  Possessions  of 
the  Department  of  the  Interior.'^ 

In  default  of  a  strong  central  agency  for  Puerto 
Rican  affairs,  members  of  the  House  and  Senate 
Committee  on  Public  Lands  have  been  described  as 
the  “real  rulers  of  Puerto  Rico.’’^°  Acts  of  the  Fed¬ 
eral  legislature  have  the  same  force  on  the  island 
as  on  the  mainland,  unless  Puerto  Rico  is  expressly 
excepted.  Congress  may  legislate  exclusively  for  the 
territories  and  for  Puerto  Rico,  in  particular;  and, 
as  it  has  given,  it  may  also  take  away  prerogatives 
that  the  island  now  enjoys  under  the  Organic  Act. 
The  constitution  grants  the  Federal  legislature  a 
right  to  veto  or  repeal  acts  of  the  insular  legislature 
and  to  legislate  on  the  same  matters.  What  makes 
Congress’  influence  paramount,  however,  is  the  pow¬ 
er  of  the  House  Committee  to  extend  or  deny  appro¬ 
priations  and  to  direct  or  withdraw  the  expenditure 
of  internal  revenue  which  accrues  to  the  insular 
treasury.  To  Puerto  Ricans  the  essential  injustice 
of  this  situation  lies  in  the  fact  that  they  have  ac¬ 
cess  to  Congress  only  through  a  non-voting  Resi¬ 
dent  Commissioner  (who,  by  some  electoral  quirk, 
may  represent  a  minority  group), and  whenever 
Congress  opens  committee  hearings  to  them.  But 
sectional  interests  on  the  mainland  may  influence 
decisions  that  directly  affect  the  life  and  livelihood 
of  these  two  million  offshore  citizens.  Actually,  the 
permanent  danger  to  their  interests  stems  less  from 
Congressional  hostility,  as  Puerto  Ricans  believe, 
than  from  neglect.  American  public  opinion,  the 
only  effective  check  on  Congressional  indifference, 
is  seldom  exercised  in  the  case  of  Puerto  Rico. 

Frustration  of  the  Executive 
This  overlapping  of  authority  has  impeded  the 
insular  government  from  functioning  with  maxi¬ 
mum  effectiveness.  The  Governor  conducts  his  ad¬ 
ministrative  relations  through  the  Department  of 
the  Interior,  but  must  also  work  with  a  host  of 
Federal  agencies  whose  policies  and  activities  in 
Puerto  Rico  are  not  tied  in  with  those  of  the  Divi¬ 
sion  to  which  the  insular  executive  is  immediately 
responsible.  Moreover,  this  official  must  contend 
with  the  Congressional  committees  which,  in  the 

19.  Although  the  Forakcr  Act  gave  civil  government  to  Puerto 
Rico  in  1900,  the  Division  remained  in  the  War  Department 
until  1934. 

20.  J.  M.  Jones,  “Let’s  Begin  With  Puerto  Rico,”  Fortune,  May 
»944- 

21.  A  member  of  the  opposition  CoaliciSn,  Bolivar  Pagan,  was 
elected  Resident  Commissioner  in  1940  by  a  narrow  plurality, 
although  he  received  only  39  per  cent  of  the  total  vote. 


words  of  a  former  Governor,  appear  “deten  unerl  wit 
to  maintain  direct  managerial  relations”  with  the  as 
insular  government  but  whose  interest  is  neither  kti 

sustained  nor  consistently  sympathetic.  Another  dif-  ]  wh 
Acuity  of  the  executive  is  the  statutory  provision  sta 

that  his  cabinet  appointments  must  be  confirmed  St: 

by  the  Puerto  Rican  legislature,  which  also  deter-  Ri' 

mines  the  size  of  his  staff  and  their  pay.  Congress 
clearly  did  not  foresee  the  friction  that  inevitably  p3 
would  arise  between  the  popularly-elected  insular 
legislature  and  the  appointed  Governor  coming  su 

from  the  mainland  with  little  previous  preparation,  wl 

as  a  rule,  for  his  task.  A  strong  appointed  Gov-  th 

ernor,  however  friendly  to  Puerto  Rico,  would  be  st; 

likely  to  regard  these  legislative  powers  as  “constant  w 

attrition”  upon  his  office.^^  Although  leaders  in  the  oi 

insular  legislature  admit  that  certain  positions,  as 

notably  those  in  the  new  public  enterprises,  ought  b 

not  to  be  subject  to  legislative  confirmation,  they  h 

will  cherish  their  powers  as  long  as  the  Governor  g 

is  not  an  elected  official.  h 

The  possibilities  of  a  broad  interpretation  of  the  ^ 

law  and  of  appeal  from  the  decision  of  the  insular  '  '' 

government  are  numerous.  In  order  to  circumvent  F 

the  insular  authority,  minority  Puerto  Rican  opin-  ^ 

ion  can  and  frequently  has  taken  the  avenue  to  ' 

Congress  provided  by  the  Organic  Act.  Appeal  to  ^ 

Congress  has  thus  been  made  repeatedly  in  pro-  ’ 

test  against  certain  aspects  of  the  reform  program  | 

adopted  by  the  insular  legislature  since  1940.  ,  ' 

Through  its  appropriating  powers  the  House  Com-  i  ' 
mittee  virtually  has  the  last  word  on  Puerto  Rico 
and,  during  the  Tugwell  administration,  some  ' 
members  of  the  Committee  attempted  to  use  their 
position  to  embarrass  the  Washington  administra¬ 
tion  by  alleging  “collectivism”  in  Puerto  Rico.^^  The 
1943  hearings  held  by  the  Senate  and  House  Com¬ 
mittees  on  the  insular  reform  measures  were  accom¬ 
panied  by  denial  or  drastic  paring  of  appropriations. 

The  lack  of  institutional  policy  has  had  one  posi¬ 
tive  effect  in  Puerto  Rico:  it  acts  as  a  constant  irri¬ 
tant  on  island  opinion.  The  fact  that  the  Federal 
government  appears  to  act  arbitrarily,  as  for  ex-  ; 
ample,  when  President  Truman  vetoed  the  insular 
Language  Bill  (more  than  ninety  days  after  its  I 

submission  to  him),’'^  tends  further  to  inflame  na-  | 

tionalist  feeling  and  discourage  Puerto  Ricans  who 
believe  that  their  best  interests  lie  in  association  j 

22.  For  one  view  of  the  executive  function  in  the  insular  gov-  I 

ernment,  see  Rexford  Tugwell,  The  Stridden  Land  (New  York,  | 

Doubicday,  1947),  pp.  12-13,  234-35.  j 

23.  “Let’s  Begin  With  Puerto  Rico,"  cited;  Hearings  before  | 

Subcommittee  of  the  Senate  Committee  on  Territories  and  In-  J 
sular  Affairs,  78th  Congress,  ist  Session,  February  lo-May  5>  , 

1943,  3nd  of  the  House  Committee  on  Insular  Affairs,  October  | 

26,  1943-May  It,  1944.  ! 

24.  Foreign  Policy  Bulletin,  November  8,  1946.  I 
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with  the  United  States.  The  constant  uncertainty 
as  to  Federal  decisions  has  built  up  marked  “co¬ 
lonial”  attitudes  and  tensions,  one  of  the  signs  of 
which  is  an  exaggerated  preoccupation  with  the 
state  of  Puerto  Rico’s  relations  with  the  United 
States.  Since  the  time  of  the  Spanish  colony,  Puerto 
Ricans  of  all  classes  have  believed  that  final  settle¬ 
ment  of  the  political  status  question  would  be  the 
panacea  for  many  of  their  problems.^' 

The  Republican  party  —  to  which  belong  the 
sugar  producers,  industrialists,  financiers  and  all 
who  have  benefited  by  economic  association  with 
the  United  States  —  has  consistently  worked  for 
statehood.  But  in  1924  one  Republican  faction  joined 
with  a  wing  of  the  Unionist  party,  which  had  previ¬ 
ously  stood  for  independence,  in  a  coalition  known 
as  the  Alliance  and  had  the  majority  in  the  legis¬ 
lature  until  1932.  In  the  meantime,  a  Socialist  party 
had  been  formed  in  1912.  The  first  party  to  sug¬ 
gest  solutions  for  Puerto  Rico’s  economic  prob¬ 
lems  independently  of  the  political  issue,  the  pro- 
United  States  Socialist  party,  in  its  early  years  had  a 
vigorous  program  akin  to  that  of  the  British  Labor 
party  and  experienced  a  rapid  growth.  In  1928, 
however,  the  Socialists  combined  with  a  dissident 
wing  of  the  Republican  party  in  the  Coalicion  and, 
although  the  coalition  won  the  insular  elections  in 
1932,  the  crusading  spirit  had  disappeared.  At  this 
time,  too,  the  Unionists  in  the  defeated  Alliance  re¬ 
incorporated  as  the  Liberal  party,  whose  leadership, 
nominally  pledged  to  independence,  was  conserv¬ 
ative  and  unwilling  to  give  any  rein  to  the  young¬ 
er,  ambitious  nationalist  elements  among  its  mem¬ 
bers.  The  political  status  question  overshadowed 
all  issues  of  domestic  import  on  which  Puerto 
Ricans  conceivably  might  have  taken  independent 
action.  But  the  introduction  in  the  Senate  in  1936 
of  the  first  Tydings  Bill,  offering  unconditional  in¬ 
dependence,  acted  as  a  shock  treatment  on  many 
of  those  who  had  come  to  believe  that  indepen¬ 
dence  was  the  only  possible  political  solution.  It 
forced  nationalist-minded  Puerto  Ricans  to  analyze 
the  economic  implications  of  the  various  status  pro¬ 
posals;  to  face  the  unpalatable  fact  that  for  the 
present  Puerto  Rico  was  economically  wedded  to 
the  United  States,  for  better  or  for  worse;  and  to 
recast  their  thinking  about  the  island’s  future  ac¬ 
cordingly.  The  result  was  the  rise  of  a  new  party, 
pledged  to  reform  within  the  existing  political 
framework,  which  six  years  after  its  creation 
claimed  the  support  of  65  per  cent  of  the  electorate. 

A  PLAN  FOR  PUERTO  RICO 
The  appeal  of  the  Popular  Democratic  party, 

25-  Tomas  Blanco,  Prontuario  historico  de  Puerto  Rico  (San 
Juan,  Bilioteca  de  Autorcs  Puertorriquenos,  1943). 
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founded  in  1938  by  Senator  Luis  Munoz  Mann, 
then  a  dissident  Liberal,  lay  in  its  promise  of  im¬ 
mediate  economic  betterment  for  the  small  farmers, 
field  hands  and  artisans.  In  simple,  concrete  lan¬ 
guage,  the  populares  addressed  themselves  to  the 
pharos,  explaining  that  their  votes  would  not  be 
interpreted  as  a  mandate  on  the  party  to  work  for 
any  of  the  various  status  proposals.  The  immediate 
task  was  to  be  the  fairer  distribution  of  wealth — 
which  means  land  to  Puerto  Ricans — and  discus¬ 
sion  of  the  political  status  question  should  wait 
until  the  island  was  in  better  economic  position 
to  consider  the  problem.  The  1940  popular  cam¬ 
paign  was  perhaps  the  first  attempt  “to  educate  the 
people  out  of  abstractions  into  reality.”  It  coincided 
with  the  jtbaro’s  inarticulate  understanding  that 
independence  at  this  point  would  mean  economic 
suicide  and  appealed  to  his  hunger  for  land  and 
his  sense  of  proportions.  It  took  into  account  the 
fact  that,  with  war  raging  in  Europe,  the  imme¬ 
diate  prospects  of  obtaining  independence — which 
with  “economic  stipulations”  Munoz  then  advo- 
cated'*’ — were  slight  indeed  for  this  Gibraltar  of  the 
Caribbean;  yet  it  did  not  alienate  the  indepen- 
dentistas  whom  Munoz  took  with  him  out  of  the 
Liberal  party.  Around  the  dominating  figure  of 
this  leader  gathered  progressives,  nationalists,  ex¬ 
perts  and  country  people — a  mixed  following  that 
contained  elements  of  both  strength  and  weakness. 
In  1940  the  populares  won  a  majority  in  both 
houses  of  the  insular  legislature  by  an  insecure  alli¬ 
ance  with  one  Liberal  and  one  Socialist  in  the 
House  (although  this  alliance  fell  apart  in  1943). 
At  its  second  test  at  the  polls,  in  1944,  the  party 
won  all  but  four  seats  in  both  houses. 

The  new  political  group  won  the  election  largely 
—  though  by  no  means  solely  —  on  the  promise 
of  agrarian  reform.  There  had  been  earlier  isolated 
attempts  to  improve  land  tenure  conditions.^^  In 
an  effort,  apparently,  to  prevent  the  growth  of 
monopolies  and  establish  small,  independent  farm¬ 
ers,  Congress  had  passed  a  joint  resolution  in  1900 
forbidding  the  purchase  or  lease  by  corporations  of 
land  in  excess  of  500  acres.^®  This  provision,  later 
inserted  in  the  Organic  Act,  was  ignored  by  the 
sugar  companies  and  apparently  was  overlooked 
by  those  advocating  land  reform.  After  a  Puerto 
Rican  Attorney  General  began  in  1938  to  enforce 
the  “500-acre”  requirement  and  the  United  States 
Supreme  Court  upheld  the  action,  leaving  it  up  to 

26.  ‘‘Puerto  Rico  at  the  Crossroads,”  cited,  p.  :®9. 

27.  For  description  of  earlier  tenure  reforms,  sec  Marshall 
Harris,  ‘‘Tenure  Reform  in  Puerto  Rico,”  Land  Policy  Review, 
Spring  1946. 

28.  For  account  of  the  origins  of  the  ‘‘500-acrc”  resolution, 
see  Puerto  Rican  Public  Papers  of  R.  G.  Tugwell,  Governor 
(San  Juan,  1945),  pp.  294-306. 
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the  insular  government  to  determine  how  the  new 
policy  was  to  be  carried  out,  the  question  of  future 
land  ownership  took  on  added  importance.^^  Ac¬ 
cording  to  ex-Governor  Tugwell,  the  reform  orig¬ 
inally  called  for  the  redistribution  of  wealth  by 
breaking  up  the  large  estates  into  small  family-type 
farms.^°  The  much  amended  insular  Land  Law  of 
1941,  however,  provided  an  interesting  alternative — 
the  proportional-profit  farm.  It  was  devised  to 
maintain  on  “high  yield”  sugar  lands,  where  divi¬ 
sion  is  impractical,  the  production  standards 
achieved  under  competitive  private  operation  while 
distributing  the  income  derived  from  large-scale 
enterprise  more  widely. 

The  Development  Plan 

Legislative  action  since  1941  consistently  reflects 
the  new  emphasis  on  increasing  the  means  of  liveli¬ 
hood  through  the  extension  of  government  services. 
The  mass  of  legislation  falls  into  four  main  cate¬ 
gories:  agricultural  reorganization  and  crop  diversi¬ 
fication,  industrialization,  public  ownership  of  util¬ 
ities,  and  government  reorganization. 

I.  Land  Reorganization.  The  Land  Law  of  1941 
created  a  board  known  as  the  Land  Authority  in  the 
insular  Department  of  Agriculture.^'  This  board  was 
empowered  (i)  to  end  corporate  latijundia  and  pre¬ 
vent  their  reappearance  in  the  future;  and  (2)  to  use 
the  land  acquired  by  legal  action  and  purchase  to  es¬ 
tablish  owner-operated  family  farms  (Section  25),  sub¬ 
sistence  plots  for  agregados  (Title  V),  and  “propor¬ 
tional-profit”  farms  (Title  IV).  The  Land  Authority, 
during  a  period  of  five  years  after  the  land  has  passed 
into  receivership,  has  preference  to  buy  at  the  court 
valuation,  and  after  five  years  it  has  preferential  pur¬ 
chase  rights,  provided  it  offers  a  price  equal  to  that  of 
the  highest  bidder.  The  Authority’s  main  sources  of 
funds  derive  from  appropriations  and  special  bond 
issues.^^ 

Qualified  farmers  who  do  not  own  other  land  are 
being  settled  in  the  interior  on  tracts  varying  from  5 
to  not  more  than  25  acres.  The  farmer  has  the  right 
to  use  the  products  of  the  farm  for  life  in  return  for 
an  annual  payment  large  enough  to  repay  the  prin¬ 
cipal  in  40  years,  with  interest  at  3  per  cent.  While  he 
is  at  full  liberty  to  produce  whatever  crops  he  wishes, 
he  is  expected  to  practice  soil  conservation.  All  im¬ 
provements  made  on  the  property  and  the  growing 
crops  belong  to  him;  and,  in  case  of  death,  his  heirs 
receive  the  amount  paid  on  the  principal,  or  one  of 
the  heirs  may  be  permitted  to  continue  the  usufruct. 

29.  People  of  Puerto  Rico  vs.  Ruhert  Hermanos,  Inc.,  March 
25,  1940,  309  U.S.  543. 

30.  The  Stric/(en  iMtid,  cited,  p.  7. 

31.  Puerto  Rico,  Autoridad  de  Tierras:  Ley  de  Tierras  de 
Puerto  Rico,  Ley  No.  25  (as  amended  to  1945),  and  Reglamento 
de  la  Autoridad  de  Tierras  (San  Juan,  1945). 

32.  Autoridad  de  Tierras:  Informe  anual  aho  fiscal  7945-46 
(San  Juan,  processed,  1946),  Anexo  No.  i. 


The  purpose  of  Title  V  was  not  to  set  up  the  agre- 
gado  as  a  farmer;  but  rather  to  alleviate  the  living  con¬ 
ditions  of  the  rural  squatter,  give  him  a  supplementary 
source  of  income,  and  halt  the  exodus  to  city  slums 
The  plots  vary  in  size  from  one-quarter  of  an  acre  to 
3  acres,  and  although  the  law  stipulates  a  nominal  pay¬ 
ment  for  plots  larger  than  one-quarter  of  an  acre,  the 
Authority  has  not  attempted  to  collect.  The  only  re¬ 
quirement  upon  the  recipient  is  that  he  may  not  trans¬ 
fer  the  property  in  any  fashion;  he  is  not  under  any 
obligation  to  work  in  Authority  projects.  On  his  plot 
of  land  the  agregado  usually  grows  food  crops  such  as 
potatoes,  corn  and  yuca.  The  Title  V  program  is  con-  { 
sidered  so  important  that  it  has  a  separate  budget, 
special  appropriations,  and  its  operating  expenses  are  I 
charged  against  the  Authority’s  General  Fund. 

The  heart  of  the  land-tenure  program  is  the  propor¬ 
tional-profit  farm.  The  farms  vary  in  size,  depending 
on  their  situation,  but  their  area  is  not  held  to  500 
acres.  There  may  be  as  many  as  six  colonias,  or  units, 
in  a  project,  the  boundaries  roughly  following  the  old 
subdivisions  of  the  private  estate  from  which  the  lands 
were  acquired.  The  farm  is  “leased”  to  a  manager, 
who  may  be  a  farmer,  an  agronomist,  or  a  person 
with  experience  in  agricultural  management.  He  re¬ 
ceives  a  portion  of  the  net  profit — ranging  from  i  to 
15  per  cent — and  the  remainder  is  distributed  among 
the  field  workers  according  to  days  worked  and  wages 
received.  The  Authority  supplies  the  land  and  the 
operating  capital,  receiving  up  to  3  per  cent  of  gross 
income  on  the  investment,  audits  all  accounts  and 
supervises  the  fulfillment  of  the  contract.  It  has  also 
entered  the  industrial  phase  of  sugar  production  with 
the  purchase  of  two  sugar  mills. 

In  the  agricultural  field  the  developmental  agency 
is  the  Agricultural  Development  Company,  established 
in  1945,  with  an  appropriation  of  about  $13  million. 
This  instrumentality  is  designed  to  take  up  where  the 
government  experiment  stations  stop:  to  develop  com¬ 
mercially,  on  the  pilot  plant  scale,  new  and  improved 
crops,  the  usefulness  of  which  had  already  been  thor¬ 
oughly  demonstrated  by  research.  Another  of  its  func¬ 
tions  is  the  improvement  of  the  distribution  system,  ' 
and  a  third  is  the  development  of  neglected  areas.  ' 

2.  Industrialization.  Wider  distribution  of  income 
among  the  increasing  population  was  clearly  only  half 
of  the  solution  to  the  economic  problem;  it  was  evident 
that  what  possibilities  existed  for  increasing  insular 
wealth  should  be  exploited  to  the  utmost.  Hitherto  the 
great  sugar  industry  had  absorbed  available  local  cap¬ 
ital  and  services.  But  even  in  this  field  the  possibilities  ! 
of  further  development  had  not  been  capitalized.  The  , 
island  does  not  possess  metals  but  has  ample  resources 
of  clay  deposits,  glass  sands,  bamboo,  fibers,  vegetable  1 
oils,  and  so  forth,  and  the  sugar  industry  yields  by-  I 
products  like  bagasse  and  molasses  of  which  industrial 
use  can  profitably  be  made.  It  seemed  desirable  to 
branch  out  in  three  directions:  industries  servicing  raw 
sugar  and  rum  manufacturing;  consumer  goods  for  the 
local  market;  and  “specialty”  articles  for  export. 

In  1942  an  insular  law  created  a  Development  Com- 
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pany,  modeled  after  the  new  Latin  American  enter¬ 
prises,  and  a  Development  Bank  to  fill  the  long-felt 
need  for  a  source  of  investment  capital  on  easy  credit 
terms.  The  Development  Company  has  already  re¬ 
ceived  appropriations  totaling  about  $13  million  and 
has  authority  to  issue  bonds  to  the  value  of  $5  million, 
it  is  authorized  to  make  loans  to  private  companies 
and  to  create  and  finance  producing  subsidiaries  which 
are  intended  to  point  the  way  for  private  industry.  An 
important  part  of  its  program  is  design,  cost  and  mar¬ 
ket  research  for  the  guidance  of  private  capital. 

3.  Governmental  Reorganization.  The  expansion  of 
government  services  since  1941  underlined  the  need 
for  overhauling  the  antiquated  administrative  struc¬ 
ture,  and,  in  particular,  for  centralizing  administrative 
services  distributed  among  the  seventy-seven  munici¬ 
palities,  reducing  the  political  hold  over  appointments, 
and  reorganizing  the  defective  financial  system.  The 
good  working  relations  between  ex-Governor  Tugwell 
and  the  popular  majority  made  it  possible  to  achieve 
considerable  progress  along  these  lines  during  the 
former's  administration.  The  most  far-reaching  inno- 
\aiion  was  the  creation  of  a  Planning,  Urbanizing  and 
Zoning  Hoard  in  1942  to  coordinate  the  activities  of 
the  new  public  enterprises,  as  well  as  to  regulate  the 
use  of  land.  A  regulatory  agency  for  the  island  as  a 
whole,  the  Planning  Board  directs  private  real  estate 
development  through  urban  zoning  and  guides  public 
development  by  means  of  budgetary  recommendations. 
Public  projects  are  fitted  into  a  flexible  six-year  master 
plan  in  which  the  requirements  of  the  particular  enter¬ 
prises  are  met  as  public  interest  and  the  present  and 
future  situation  of  insular  revenues  may  suggest. 

UNSOLVED  PROBLEMS 

Private  Puerto  Rican  producers  have  attempted 
to  show  that  the  Land  Authority  has  not  ap¬ 
proached  their  production  record.^^  The  Authority 
maintains,  however,  that  its  purpose  is  to  produce 
sugar  as  efficiently  as  is  consistent  with  land  con¬ 
servation,  the  living  conditions  of  the  farm  worker, 
and  the  interests  of  the  colono  who  sells  his  cane 
to  the  Authority.^*  Since  however,  many  aspects  of 
sugar  production  are  controlled,  comparison  at  this 
point  seems  difficult.  As  “cooperatives,”  the  propor¬ 
tional-profit  farms  receive  larger  benefits  than  priv¬ 
ately  operated  lands,  and  wages — the  largest  cost 
factor — are  closely  determined  in  the  United  States 
contract  with  insular  producers. 

The  most  serious  problem  with  which  the  insular 
government  is  confronted  in  recasting  its  agricul¬ 
tural  economy  is  the  highly  uncertain  future  of 
Puerto  Rico’s  sugar.  At  present  the  United  States 
sugar  industry  is  controlled  by  a  complicated  patch- 
work  of  arrangements  dating  back  to  1934  and  de- 

33.  “Business  Can  Do  It  Better,”  Economic  Review  (San  Juan, 
Chamber  of  Commerce),  June  1944. 

34.  Raul  Gandara,  La  ley  de  tierras  de  Puerto  Rico  (San  Juan, 
1942),  p.  7- 


signed  to  meet  the  problem  of  over-supply.  Should 
a  break  occur  in  this  fabric  of  quotas,  subsidies 
and  preference,  Puerto  Rican  sugar  interests,  in¬ 
cluding  the  Land  Authority  which  is  on  the  way 
to  becoming  an  important  producer,  would  be  seri¬ 
ously  affected.  The  island’s  high-cost  sugar  is  con¬ 
tinually  on  the  defensive  in  Washington  against 
the  western  beet  area,  the  Louisiana  and  Florida 
cane  growers  with  their  vocal  lobbies,  and  the 
Cuban  interests  with  their  State  Department  sup¬ 
port.  As  a  matter  of  fact,  Puerto  Ricans  are  gen¬ 
erally  dissatisfied  with  the  existing  production  and 
marketing  arrangements.^’  (Quota  arrangements 
were  set  aside  in  1942,  and  since  then  purchase  of 
the  crop  has  been  negotiated  on  an  island-wide 
basis  with  the  Commodity  Credit  Corporation.) 

The  sugar  problem  is,  as  Puerto  Ricans  are 
fully  aware,  more  political  than  economic.  As 
long  as  the  United  States  continues  to  guarantee 
its  own  supply  of  sugar,  they  believe  that  “Author¬ 
ity”  sugar  will  have  a  market  on  the  mainland.  If 
Puerto  Rico  should  be  given  independence,  the 
only  basis  on  which  it  could  compete  successfully 
with  domestic  and  offshore  shippers  would  be 
with  a  “handicap”  such  as  Cuban  sugar  possesses.^^ 
In  time  sugar  production,  even  the  cane-cutting 
phase,  will  become  highly  mechanized  and,  as  such, 
a  high-wage  industry  providing  revenue  but  fewer 
opportunities  for  employment.  The  slack  in  em¬ 
ployment  will  have  to  be  taken  up  in  other  ways, 
and  for  these  reasons  the  efforts  of  the  develop¬ 
mental  agencies  to  break  out  of  the  one-crop  pat¬ 
tern  seem  well  considered. 

Industry  and  Political  Status 

Creation  of  new  industries  in  Puerto  Rico  has 
been  viewed  as  an  alternative  to  increasingly  large 
outlays  of  Federal  money  for  relief  purposes.  Puerto 
Rico  has  certain  resources — notably  its  subtropical 
location  and  relatively  cheap  labor  supply — which 
could  be  turned  to  account.  The  initial  difficulties 
are  readily  apparent.  For  the  present  the  insular 
government  has  assumed  the  business  risk.  Future 
growth  must  depend  both  on  the  profitableness  of 
the  industry  and  the  availability  of  insular  savings 
for  industrial  expansion.  Private  capital  has  been 
reluctant  to  follow  the  government’s  lead.  Without 
a  large  reservoir  of  local  capital  and  a  highly  pro¬ 
ductive  skilled  labor  force  on  which  to  draw,  new 
industries  must  be  of  a  type  requiring  relatively 

35.  U'hat  Sugar  Means  To  Puerto  Rico,  cited,  pp.  36-39. 

36.  Even  on  this  basis,  however,  Puerto  Rico  would  have  to 
pay  one-fifth  of  the  cost  of  its  sugar  exports  to  cover  U.S.  tariff 
duties,  it  is  estimated.  Rafael  de  J.  Cordero,  “Algunos  factorcs 
econtSrnicos  en  el  problema  politico  de  Puerto  Rico,”  Boletin  de 
Comercio  (San  Juan),  January-February  1944,  p.  4. 
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little  capital  and  much  labor,  like  the  government 
textile  mill  using  sea  island  cotton.  The  need  for 
keeping  down  the  cost  of  labor — where  Puerto 
Rican  industry  has  a  competitive  advantage — pre¬ 
sents  particular  problems  under  present  arrange¬ 
ments  because  the  concept  of  “social  income”  is  so 
intimately  involved.  Since  Puerto  Rico  is  covered 
by  the  United  States  tariff,  the  insular  government 
cannot  use  the  expedient  of  tariff  protection  to 
which  industrializing  countries  frequently  resort, 
and  must  apply  other  tools  such  as  subsidies.  To  the 
extent  that  tariffs  might  adversely  affect  insular  ex¬ 
ports,  this  is  perhaps  fortunate.  For  regardless  of 
the  eventual  political  adjustment,  new  industries 
must  be  slanted  toward  the  export  market  in  order 
to  add  to  the  island’s  purchasing  power  abroad. 

How  the  new  public  enterprises  are  to  be  fi¬ 
nanced  in  the  short-term,  with  revenues  declining, 
is  a  source  of  considerable  preoccupation  for  the  in¬ 
sular  government.  The  war  furnished  increased 
income  as  a  result  of  greater  rum  consumption  on 
the  mainland  and  Federal  spending  for  war  pro¬ 
jects  in  the  island  (including  military  pay  and 
allotments).^’  Receipts  from  United  States  internal 
revenue  taxes  jumped  from  $3  million  in  1940  to  a 
record  high  of  $64  million  in  1944,  and  insular  gov¬ 
ernment  income  from  all  sources  increased  from 
$48  million  to  Si 47  million  during  the  same  peri¬ 
od.^®  Since  the  peak  year  1944,  the  rum  revenues 
which  floated  insular  prosperity  have  fallen  off;  in 
1945  they  were  $37  million  and  in  1946,  $17  million. 
The  Planning  Board  estimates  that,  provided  the 
rum  industry  is  further  developed,  they  will  be 
stabilized  at  $20  million  annually  during  the  next 
six-year  period.^^  The  insular  legislature  has  deter¬ 
mined  that  the  windfall  should  be  largely  allocated 
to  income-creating  projects — irrigation  works,  new 
industries,  agricultural  development,  and  so  forth 
— rather  than  to  the  tax-supported  agencies  for  new 
schools,  public  health  centers  and  low-cost  housing. 
This  was  a  painful  decision,  since  the  latter  needs 
clamor  for  attention.  It  was  felt  that  forced  expan¬ 
sion  of  social  services  at  this  time  would  incur 
greater  operating  expenses  than  the  government 
could  afford  to  carry  in  ordinary  times;  whereas 
the  new  public  enterprises  would  create  income 
which  could  be  taxed  to  permit  gradual  enlarge¬ 
ment  of  these  services.'*® 

This  “pay-as-you-go”  program  will  have  to  be 
supplemented  by  public  borrowing,  it  is  believed."** 

37.  Puerto  Rico’s  Income,  cited. 

38.  Basic  Statistics,  cited,  Table  IX-i,  p.  6g. 

39.  Puerto  Rico  Planning  Board:  Third  Six-Year  Financial 
Program  for  the  Fiscal  Years  1946-7  to  1951-2  (San  Juan,  1946), 
p.  1. 

40.  Ibid.,  Table  I,  p.  vii. 

41.  Ibid.,  Appendices  A  and  B,  pp.  41-42. 


But  this  assumption  rests  on  the  expectation  that 
income  tax  collections  can  at  least  be  maintained 
at  current  levels  and  that  Federal  revenue  will  be 
rebated  to  the  insular  treasury  for  expenditure  as 
the  insular  government  directs.  Budgets  worked  out 
for  the  next  five  years  by  the  Planning  Board  natur¬ 
ally  cannot  anticipate  possible  Congressional  action 
on  the  rum  revenues'*^  or  a  change  in  the  island’s 
political  status. 

Planned  Emigration 

The  measures  projected  to  alleviate  Puerto  Rican 
living  conditions  will  not  suffice  by  themselves  to 
bring  insular  resources  into  ratio  with  the  number 
of  people.  Population  control  is  therefore  an  essen¬ 
tial — perhaps  the  most  essential — part  of  the  pro¬ 
gram.  The  insular  birth  control  law  of  1937  has 
had  no  appreciable  effect  on  the  birth  rate.  Emigra¬ 
tion,  moreover,  has  been  on  an  individual  basis, 
fluctuating  according  to  the  season  and  the  barom¬ 
eter  of  economic  conditions  on  the  island  and 
abroad.  At  the  present  time,  there  is  a  heavy  exodus 
of  Puerto  Ricans  to  the  continent.  The  number  of 
persons  who  left  the  island  in  the  first  nine  months 
of  1946  was  estimated  to  be  36,218."*^  Even  if  this 
net  outflow  could  be  maintained  over  a  long  peri¬ 
od,  it  is  only  a  fair-weather  solution  of  the  problem. 
Those  who  are  leaving  the  island  now,  in  many 
cases,  go  without  security  and  without  requisite 
language  and  job  skills,  and  their  tendency  to  re¬ 
main  at  the  point  of  entry  is  creating  a  new  minor¬ 
ity  problem  in  over<rowded  cities  like  New 
York."*"*  A  program  of  settling  one  million  Puerto 
Ricans  on  the  continent  and  in  neighboring  Span¬ 
ish-speaking  countries  has  been  seriously  advocated 
as  the  only  means  of  solving  the  economic  problem. 

TOWARD  A  POLITICAL  SOLUTION 

In  order  to  become  politically  more  independent, 
it  is  frequently  asserted  that  Puerto  Rico  must  be¬ 
come  more  independent  economically.  These  two 
interwoven  themes  are  so  frequently  encountered 
in  insular  planning  as  to  take  on  the  quality  of  a 
leitmotif.  At  the  present  time  it  may  appear  that 
economic  diversification  is  premised  on  the  mainte¬ 
nance  of  the  present  status;  yet  the  present  status 
is  so  subject  to  change  without  notice  that  a  prior 

42.  It  is  recalled  that  in  1943  the  House  Insular  Affairs  Com¬ 
mittee  adopted  the  Cole  amendment  to  obligate  rum  revenues 
for  Federal  work  projects,  with  preference  to  Army  and  Navy 
projects.  For  conjecture  on  this  score  see  numerous  articles  in 
the  San  Juan  press  during  November  and  December  1946. 

43.  The  Social  Science  Research  Center  of  the  University  of 
Puerto  Rico  has  a  report  on  emigration  in  preparation. 

44.  See  statement  of  regional  director  of  the  Veterans  Admin¬ 
istration  in  Puerto  Rico,  El  Mundo,  November  i,  1946;  and 
editorial,  “El  exodo  crcce,”  ibid.,  November  2,  1946. 
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decision  on  political  status,  and  its  economic  con¬ 
comitants,  seems  necessary  before  economic  plan¬ 
ning  can  go  forward.  The  question  constantly  in¬ 
trudes  upon  considerations  of  political  allegiances 
and  of  such  vital  administrative  problems  as,  for 
example,  the  development  of  desirable  standards 
for  the  insular  civil  service  and  the  unions  of  gov¬ 
ernment  enterprises.**^  The  very  size  of  the  Popular 
party,  which  in  a  sense  absorbed  its  own  opposition 
in  the  last  elections,  makes  it  difficult  to  impose 
discipline  upon  the  members,  among  them  the  in- 
dependentistas  who  followed  Munoz  into  the  party 
and  the  element  found  in  any  political  organization 
which  merely  floats  with  the  times.  The  indepen- 
dentista  group  is  becoming  more  aggressive,  and  if 
it  cannot  impose  its  solution  upon  the  leadership  it 
will  break  away  en  masse  to  the  new  Independence 
party  now  forming.**"^  The  nucleus  of  the  move¬ 
ment  is  the  Pro-Independence  Congress  which 
draws  its  support  from  a  diverse  group:  Hispanist- 
minded  intellectuals,  some  city  workers  —  among 
them  Communists  —  and  a  number  of  Popular 
members  of  the  legislature. 

Confronted  by  the  Coalicion,  which  was  shat¬ 
tered  in  1944  but  hopes  to  make  a  comeback  with 
the  help  of  the  Republican  majority  in  Congress, 
and  harried  in  the  rear  by  its  independentistas,  the 
Popular  leadership  is  under  constant  temptation  to 
make  some  concession  either  to  the  Right  or  to  the 
Left.  This  temptation  extends,  as  well,  to  its  rela¬ 
tions  with  the  Federal  government.  The  comment 
has  been  made  that,  in  order  to  achieve  a  greater 
degree  of  “home  rule,”  the  Popular  party  would  be 
willing  to  temper  its  economic  program  to  con¬ 
form  somewhat  more  with  the  conservative  outlook 
in  C-ongress.'*^  Senator  Munoz  and  his  supporters 
thcrcl'ore  believe  they  must  obtain  an  immediate 
com:  ihment  from  the  Federal  government  on  at 
least  I  he  minimum  proposal  for  an  elective  gov¬ 
ernorship.  They  have  joined  the  procession  of  dele¬ 
gations  that  have  recently  made  their  way  to  Wash¬ 
ington  to  test  out  Congressional  opinion  regarding 
their  respective  status  proposals. 

Statehood 

The  advocates  of  statehood  argue  that  it  has  clear¬ 
ly  been  the  intention  of  the  United  States  progres- 

45.  Rexford  and  Grace  Tugwell,  “Puerto  Rico’s  Bootstraps,” 
Harpers,  February  1947.  For  a  general  discussion  of  the  needs 
of  “good  government,”  see  statements  by  Senator  Munoz  and 
ex-Governor  Tugwell  in  the  record  of  the  Public  Administration 
Conference,  October  29,  1945  (San  Juan,  University  of  Puerto 
Rico  and  Puerto  Rican  Civil  Service  Commission,  1945). 

46.  At  a  party  convention  in  the  early  part  of  1945,  several 
independentistas  were  dropped  from  party  rolls  as  a  result  of 
activities  judged  to  exceed  the  party’s  political  terms  of  reference. 

47.  “Puerto  Rico’s  Bootstraps,”  cited. 


sively  to  accord  Puerto  Ricans  the  rights  and  re¬ 
sponsibilities  conferred  on  the  people  of  the  forty- 
eight  states,  culminating  in  full  statehood.**®  They 
contend,  furthermore,  that  under  United  States  oc¬ 
cupation  the  island  has  built  up  a  dynamic  econ¬ 
omy,  as  shown  by  the  increase  in  bank  deposits  and 
industrial  plant  capacity."*^  The  acquisition  of  state¬ 
hood  will  bring  distinct  further  gains.  Puerto  Rico 
would,  to  be  sure,  “lose”  its  revenue  collections  on 
products  consumed  in  the  island  and  on  those  ex¬ 
ported  to  the  mainland  and,  in  turn,  would  be  re¬ 
quired  to  pay  individual  and  corporation  income 
taxes  on  the  same  basis  as  other  states.  The  total 
loss  has  been  estimated  at  close  to  |i2  million  a 
year.  At  the  same  time,  however,  the  state  of  Puerto 
Rico  would  be  entitled  to  receive  Federal  aid  and 
loans  in  much  larger  amounts  than  it  now  receives, 
and  the  increase  in  Federal  aid  would  more  than 
offset  the  income  from  special  tax  privileges  the 
island  now  enjoys.’®  Puerto  Rico,  it  is  believed, 
must  have  the  assurance  of  free  trade  with  the 
mainland  which  can  only  be  obtained  under  state¬ 
hood. 

Arguments  advanced  against  association  with  the 
forty-eight  states  center  on  the  belief  that  cultural 
and  language  differences  would  make  it  impossible 
for  Puerto  Rico  ever  to  become  an  integral  part 
of  American  life;  and  that  its  representatives  in 
Congress  would  argue  narrow  sectional  interests, 
and  argue  them  unsuccessfully  because  of  the 
island’s  small  representation.  Advocates  of  indepen¬ 
dence,  moreover,  assert  that  incorporation  of  Puerto 
Rico  as  a  state  would  appear  “imperialistic”  in  the 
eyes  of  other  countries,  especially  the  independent 
Latin  American  countries.  On  economic  grounds, 
there  would  be  no  assurance  that  Federal  aid  be¬ 
yond  that  which  the  island  now  receives  would  be 
forthcoming,  unless  the  insular  government  would 
share  in  the  cost  of  special  programs  such  as  social 
security.’*  The  proponents  of  statehood,  on  the 
other  hand,  think  not  only  that  independence 
would  be  ruinous,  but  that  the  present  administra¬ 
tion — in  preparing  the  ground  for  economic  inde¬ 
pendence — is  taking  the  road  to  destruction.  Under 

48.  Reece  B.  Bothwell,  “En  torno  al  status  politico  de  Puerto 
Rico,”  Carihe,  November  1941,  Vol.  I,  No.  i. 

49.  “Puerto  Rico  is  Ready  for  the  Responsibilities  of  State¬ 
hood,”  unpublished  manuscript  by  Luis  Fcrr^,  President  of  Pro- 
Statehood  Association. 

50.  Hearings  before  the  Senate  Committee  on  Territories  and 
Insular  Affairs  on  S.  227,  79th  Congress,  ist  Session,  part  2 
(Washington,  D.C.,  1945),  pp.  173-83. 

51.  The  Tariff  Commission  has  published  an  analysis  of  the 
economic  implications  of  the  various  status  proposals  in  The 
Economy  of  Puerto  Rico,  cited.  For  an  objective  abbreviated  ac¬ 
count  of  the  arguments  for  and  against,  see  Clarence  Senior, 
Self-Determination  For  Puerto  Rico  (New  York,  Post  War 
World  Council,  April  1946). 
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a  pro-statehood  administration,  they  contend,  the 
entire  concept  of  planning,  state  financing  and  en¬ 
trepreneurial  activity  would  be  replaced  by  an  opin¬ 
ion  climate  encouraging  private  investment  and 
development  closely  linked  with  the  United  States 
market.  Although  it  has  frequently  been  asserted 
that  Congress  will  never  grant  statehood  to  the 
island,  the  Eightieth  Congress  has  before  it  a  bill 
introduced  by  Senator  Langer,  Republican,  of 
North  Dakota,  in  terms  identical  to  those  he  has 
introduced  in  previous  sessions. 

Independence 

The  independentistas  have  moved  a  considerable 
distance  away  from  the  position  of  unconditional 
independence  advocated  by  the  nationalists  in  the 
troubled  thirties.  They  propose  that  independence 
be  preceded  by  a  transitional  period  during  which 
they  would  develop  their  economy  to  a  point  where 
it  would  no  longer  require  the  United  States  free 
market  and  special  assistance  on  which  it  now 
leans.  During  the  first  five  years  of  this  period  tax 
privileges  and  Federal  appropriations  would  be 
progressively  eliminated.  The  insular  economy  will 
need  the  crutch  supplied  by  free  trade  with  the 
United  States  for  a  longer  period,  however;  and  at 
this  point'the  independentistas  take  issue  with  the 
Tydings  Independence  Bill  (S.  227),  with  which 
they  are  otherwise  in  substantial  agreement.’^  This 
bill  provides  for  a  progressive  tariff  levy  on  goods 
imported  by  the  United  States  from  Puerto  Rico 
of  5  per  cent  annually  over  a  twenty-year  period, 
commencing  one  year  after  the  recognition  of  inde¬ 
pendence.  At  the  end  of  twenty  years,  Puerto  Rico’s 
trade  relations  with  the  United  States  would  be 
based  on  the  most-favored-nation  clause. 

In  the  1945  hearings,  the  Senate  Committee  ap¬ 
peared  disposed  to  consider  amendments  which 
would  give  Puerto  Rico  a  preference  at  least  equiv¬ 
alent  to  that  granted  to  Cuba.  The  amendments  pro¬ 
posed  by  the  independentistas  would  set  up  an  ar¬ 
rangement  whereby  all  goods  imported  into  the 
United  States  from  Puerto  Rico  would  be  admitted 
free  of  duty  up  to  the  same  amount  in  dollars  as 
United  States  articles  imported  free  of  duty  by 
Puerto  Rico.  Sugar  and  other  important  commodi¬ 
ties  would  be  “fixed”  in  the  list  of  goods  “ap¬ 
proved”  by  the  treaty,  and  present  subsidies  and 
benefit  payments  to  sugar  producers  would  be 
counted  as  part  of  the  sales  price  of  the  article. 
This  arrangement  would  continue  in  force  for  a 
period  of  ten  years,  and  in  the  following  ten  years 
individual  articles  would  be  progressively  elimi- 

52.  For  text  see  Hearings  on  S.  227,  cited,  part  i.  The  effect 
of  the  Tydings  Bill  would  be  to  cut  off  Federal  tax  privileges 
and  appropriations  upon  recognition  of  independence. 


nated  from  the  list  in  order  of  their  importance  in 
the  total  volume  of  commerce  between  the  two 
countries.’^  Other  questions  of  mutual  interest, 
notably  the  retention  by  the  United  States  of  mili¬ 
tary  facilities,  could  be  negotiated  without  difficulty 
by  treaty,  it  is  believed. 

The  dollar  quota  proposal  is  designed,  of  course, 
to  meet  objections  raised  to  independence  under 
the  conditions  proposed  by  the  Tydings  Bill:  that 
a  general  progressive  tariff  levy  would  have  the 
effect  of  cutting  off  or  curtailing  Puerto  Rican  im¬ 
ports  long  before  the  full  tariff  became  operative; 
and  that  this,  in  turn,  would  reduce  still  further  the 
present  low  standard  of  living.^'*  It  secures  for  the 
twenty-year  period  both  the  present  preference  for 
its  sugar,  and  protection  at  home  for  its  new  indus¬ 
tries. 

“Something  In  Between” 

Intensive  study  of  Puerto  Rican  problems  has  led 
many  islanders  to  believe  that  neither  statehood  nor 
independence  furnishes  the  answer.  Neither  status 
guarantees  the  minimum  economic  assistance  that 
Puerto  Rico  must  permanently  receive  from  the 
United  States  and  there  is  no  assurance,  if  such 
assistance  can  be  obtained,  that  it  will  give  Puerto 
Ricans  “equality.”  For  an  island  of  Puerto  Rico’s 
size  and  resources,  independence  can  only  be  a 
verbal  term  in  a  document;  its  freedom  would  be 
wholly  illusory. 

The  first  step  toward  clarifying  dominion  or 
“free  state”  status  was  taken  at  the  behest  of  Pres¬ 
ident  Roosevelt  in  1943,  when  he  called  together 
a  committee  of  experts  representing  the  insular  ex¬ 
ecutive  and  legislature  to  draft  a  revision  of  the 
Organic  Act.”  This  committee  drew  up  a  bill 
known  as  the  “Home-Rule  Bill”  (S.  1407),  which 
was  intended  to  “reinforce  the  machinery  of  self- 
government  in  Puerto  Rico.”  This  bill  was  passed 
by  the  Senate  in  1944,  but  in  an  amended  form 
that  not  only  would  have  made  it  administratively 
unworkable  but  clearly  indicated  the  Senate’s  in¬ 
tention  of  retaining  Congressional  ascendancy  in 
Puerto  Rican  affairs.”  After  the  hearings  on  the 
Independence  Bill,  the  status  commission  of  the 
insular  legislature,  a  nonpartisan  group,  submitted 
a  bill  providing  for  a  Puerto  Rican  plebiscite  on 

53.  For  explanation  of  these  amendments,  see  ihid.,  pp.  69-81; 
also  Camino  de  la  lihertad,  cited,  pp.  359-71. 

54.  Economy  0}  Puerto  Rico,  cited,  p.  14. 

55.  Sec  S.  1407,  78th  Congress,  and  session,  as  reported  by 
Mr.  Chavez  with  amendments,  February  2,  1944;  also  account 
of  origins  of  bill  by  Tugwell,  The  Stridten  Land,  cited,  pp. 
492-96,  544  fl. 

56.  For  a  more  extended  discussion  of  Senate  action  on  the  bill, 
see  “Let’s  Begin  With  Puerto  Rico,”  cited. 
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the  status  issue  which  contained  a  title  on  do¬ 
minion  status.’^  This  would  secure  continu¬ 
ance  of  reciprocal  free  trade,  tax  privileges,  Federal 
appropriations,  and  importation  of  sugar  on  a  basis 
not  more  restrictive  than  that  which  prevailed  un¬ 
der  the  pre-war  quota  arrangement.  This  bill, 
S.  1002,  was  introduced  by  Senator  Tydings  at  the 
request  of  Resident  Commissioner  Pinero  in  1945, 
but  was  not  acted  upon. 

In  essence  the  principal  objection  to  dominion 
status  is  that  it  has  never  been  tried  before.  To  the 
argument  that  the  United  States  government  does 
not  provide  for  such  an  arrangement — for  one  Con¬ 
gress  cannot  bind  another — and  that  in  any  event 
it  is  reminiscent  of  British  “imperialism,”  its  advo¬ 
cates  point  to  the  example  of  Canada  which,  they 
contend,  might  be  considered  more  “free”  in  a  rela¬ 
tive  sense  than  a  number  of  the  forty-eight  states. 
There  has  yet  to  be  worked  out  in  this  connection 
a  clear  definition  of  Puerto  Rican  sovereignty  and 
of  the  interrelationship  between  the  Federal  and 
insular  governments  if,  as  ex-Governor  Tugwell 
points  out,  we  are  not  to  “perpetuate  a  regime  of 
unplanned  interferences.”  Not  only  would  it  be  dif¬ 
ficult  to  make  Americans  understand  dominion 
status,  when  the  niceties  of  the  relationship  between 
Canada  and  the  United  Kingdom  have  always 
eluded  them,  but  it  would  also  be  hard  to  convince 
them  that  this  type  of  arrangement  would  represent 
an  economic  advance  over  the  present  status. 

Self-Determination  for  Puerto  Rico 

On  one  point,  at  least,  almost  all  Puerto  Ricans 
can  agree.  They  believe  that  during  half-a-century 
of  occupation,  the  United  States  has  incurred  ah 
obligation  toward  the  people  of  the  island  to  assist 
them  toward  greater  economic  security  and  polit¬ 
ical  responsibility.  There  is  general  agreement  that 
not  the  Federal  government  but  Puerto  Ricans 
should  have  the  option  to  determine  their  future 
status.  This  should  be  given  them  in  the  form  of 
a  multiple  choice,  not  as  between  independence  or 
continued  colonialism  or  as  one  form  of  indepen¬ 
dence  against  another,  but  as  a  plebiscite  upon  the 
various  alternatives  that  have  been  proposed  and 
that  Congress  would  be  willing  to  implement.  In 
a  special  message  to  Congress  on  October  16,  1945, 

57-  For  text  of  the  plebiscite  proposal,  see  S.  1002,  79th  Con- 
Rtcss,  1st  session  as  introduced  by  Senator  Tydings,  May  16, 
'945- 
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President  Truman  endorsed  the  principle  of  self- 
determination  and  admonished  that  body  not  to 
submit  any  proposals  which  it  was  not  prepared  to 
enact  finally  into  law. 

If  Puerto  Ricans  lay  such  stress  on  the  obligation 
of  the  United  States  it  is  because  this  is,  in  cold  fact, 
the  only  strong  argument  they  have  on  which  to 
base  their  plea  for  a  decision.  It  should  not  be  in¬ 
ferred,  however,  that  American  public  opinion  is 
entirely  negative.  There  are  certain  special  interests 
which  would  like  to  pull  the  island  in  or  push  it  out. 
The  interest  of  domestic  and  foreign  sugar  growers 
in  weakening  the  preferential  arrangement  between 
Puerto  Rico  and  the  United  States  has  already  been 
mentioned.  Continental  business  with  a  stake  in 
island  sugar  would  like  to  set  aside  recent  insular 
action  and  return  to  the  old  status  quo.  The  Army 
considers  that  requirements  of  military  strategy 
should  have  first  call  on  Puerto  Rican  policy.  Fin¬ 
ally,  there  is  a  “liberal”  sector  which  believes  that, 
if  some  Puerto  Ricans  want  independence,  the 
island  should  have  it  posthaste  without  regard  for 
the  economic  problems  involved.  But  these  consid¬ 
erations  and  others  which  will  be  brought  to  the 
attention  of  Congress  may  not  necessarily  reflect 
American  public  opinion,  for  public  opinion  in 
general  has  not  yet  expressed  itself  on  this  issue. 

Americans,  however,  have  warmly  and  sincerely 
advocated  a  policy  of  self-determination  for  depen¬ 
dent  peoples  everywhere.  It  might  be  a  demonstra¬ 
tion  of  our  sincerity  to  begin  with  Puerto  Rico, 
among  our  own  colonial  possessions.  But  a  prior 
condition  should  be  made.  As  long  as  Puerto  Ricans 
are  subject  to  the  constant  irritant  of  “arbitrary 
bureaucratic  disposal”  of  insular  affairs,  they  will 
be  unable  to  determine  their  insular  future  with 
the  detached  scrutiny  it  deserves.  It  seems  essential, 
therefore,  that  the  United  States  strengthen  the 
machinery  of  self-government,  and  bind  itself 
at  the  same  time  to  submit  the  status  question  to 
the  Puerto  Rican  people  when  they  feel  they  are 
ready  for  the  decision,  with  a  pledge  to  be  bound 
by  the  results.  Puerto  Ricans  have  shown  a  degree 
of  political  maturity,  when  they  have  been  allowed 
to,  that  might  be  envied  by  some  of  the  forty-eight 
states.  These  people  have  undertaken  the  back¬ 
breaking  task  of  lifting  the  insular  economy  by  its 
own  bootstraps.  If  this  task  can  be  done  at  all,  it  re¬ 
quires  the  sympathy,  understanding  and  aid  of  the 
United  States. 
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Progress  of  Public  Enterprises  in  Puerto  Rico 


By  Olive  Holmes  and  O.  K.  D.  Ringwood 

After  the  Popular  Democratic  party’s  victory  in 
1940  the  insular  government  greatly  expanded  its 
activities  in  the  economic  sphered  Lands  held  by 
private  corporation  in  excess  of  the  500  acres  per¬ 
mitted  by  the  law  were  expropriated,  power  facil¬ 
ities  and  the  means  of  transportation  were  acquired, 
and  the  Land,  Transport  and  Water  Resources 
Authorities  were  created.  To  develop  new  income- 
creating  industries  the  Development  Company  and 
the  Agricultural  Development  Company  were  es¬ 
tablished.  In  1945-46,  45  per  cent  of  outlays  from 
the  General  Fund  were  made  for  developmental 
purposes,  16  per  cent  for  the  land  tenure  program, 

4  per  cent  for  public  utilities,  and  only  34  per  cent 
for  all  other  government  services.^ 

Through  1946  the  Land  Authority  had  acquired 
about  63,000  acres  of  land,  almost  3  per  cent  of  the 
entire  area  of  the  island.  After  the  Supreme  Court 
decided  the  test  case  of  Rubert  Hermanos,  Inc.,  in 
the  insular  government’s  favor,  other  companies, 
with  the  notable  exception  of  Eastern  Sugar  Asso¬ 
ciates,^  have  submitted  to  consent  decrees.  The 
three  proportional-profit  farms  now  in  operation 
under  article  25  of  the  Land  Law  are  located  in  the 
north<entral  part  of  the  island  where  less  cane  is 
produced  per  acre  than  in  the  cane  lands  along  the 
southern  coast.  Negotiations,  however,  are  under¬ 
way  with  three  large  companies  for  the  purchase 
of  extensive  sugar  lands  in  the  south.'*  Of  the  three 
farms,  or  projects,  Cambalache  (in  its  third  year  of 
operation)  and  San  Vicente  showed  a  profit  in 
1946;  but  in  the  Toa  lands  (which  are  in  their  sec¬ 
ond  year  of  operation)  only  two  of  the  six  colonias 
in  the  project  made  a  profit.  Losses  in  the  other 
four  colonias  will  be  charged  off  against  future 
profits  of  the  colonias — each  of  which  has  a  separate 
account  with  the  Authority. 

The  Land  Authority  has  also  acquired  two  sugar 
mills:  Cambalache,  which  has  already  completed 
one  grinding  season,  and  Plazuela,  which  started 
grinding  under  new  management  in  January  1947. 
In  the  Cambalache  mill  350,937  tons  of  cane  were 
ground  with  a  profit  of  $166,420.91,  after  costs  and 

5  per  cent  interest  on  the  invested  capital  were  de¬ 
ducted.  Unskilled  laborers  received  44  cents  an 
hour  at  this  mill  and  at  Plazuela,  a  wage  asserted 
to  be  higher  than  that  of  any  other  central  in 
the  island.  At  Cambalache  the  workers’  share  of  the 

1.  See  pp.  286-87. 

2.  Puerto  Rico  Planning  Board:  Third  Six-Year  Financial  Pro¬ 
gram  for  the  Fiscal  Years  1946-47  to  1951-52  (San  Ju?n,  1946), 
Table  I,  p.  vii. 

3.  New  York^  Times,  November  12,  1946. 

4.  El  Mundo  (San  Juan),  November  5,  1946. 


profits  was  $32,787.24,  or  the  equivalent  of  10  cents 
on  every  dollar  received  in  wages  during  the  year; 
and  the  private  farmers  who  had  sold  cane  to  the 
mill  received  a  bonus  of  5  cents  on  each  twenty- 
pound  weight  of  raw  sugar  produced  from  their 
cane.’ 

Under  Title  V  of  the  Land  Law  126  rural  com¬ 
munities  have  been  established,  including  more 
than  15,000  garden  plots  and  reaching  an  estimated 
77,000  people.  During  the  first  years  of  operations 
the  need  for  resettlement  was  so  urgent  that  agre- 
gados  were  placed  on  whatever  lands  were  avail¬ 
able,  even  on  fixed  sand  dunes.  Although  the  Au¬ 
thority  is  empowered  to  provide  building  materials, 
it  has  not  been  able  to  do  so  because  of  present 
shortages,  which  presumably  have  also  held  up  con¬ 
struction  of  schools,  churches,  medical  centers,  and 
recreational  facilities  for  which  land  has  been  set 
aside.  Since  1945  the  establishment  of  rural  com¬ 
munities  has  been  slowed  down  pending  comple¬ 
tion  of  an  island-wide  rural  survey. 

The  Agricultural  Development  Company  has 
only  been  in  existence  for  two  years  and  much  of 
its  activity  is  still  in  the  planning.  It  has  placed  in 
operation  in  San  Juan  an  average-priced  market, 
the  Praco.  Activities  which  are  already  under  way 
or  projected  for  the  near  future  are  the  develop¬ 
ment  of  a  beef  cattle  and  dairy  industry  on  the 
small  near-by  island  of  Vieques,  construction  of  a 
cigar  and  cigarette  factory,  fishery  development, 
and  the  processing  of  fruits,  vegetables  and  other 
food  products. 

Before  the  creation  of  the  Development  Com¬ 
pany,  the  only  experience  of  the  government  with 
industrial  management  had  been  in  the  cement 
plant  established  by  the  Puerto  Rico  Reconstruction 
Administration.  The  first  industry  established,  the 
glass  container  factory,  grew  out  of  a  war-time 
need  to  manufacture  bottles  for  the  rum  industry 
when  containers  could  not  be  obtained  from  the 
continent  in  sufficient  quantity.  The  bottling  plant, 
which  is  partially  financed  by  local  distillers,  will 
also  produce  other  types  of  glass.  A  paper  mill  ad¬ 
joining  the  factory  supplies  cartons  made  out  of 
bagasse  and  waste,  paper  to  the  rum  industry.  The 
Company,  in  cooperation  with  the  Land  Authority, 
will  put  up  a  plant  near  the  Cambalache  sugar  mill 
to  produce  wallboard  from  the  central's  bagasse. 
Other  enterprises  include  a  shoe  factory  in  Ponce, 
a  ceramics  plant  and  a  textile  mill,  and  plans  are 
afoot  for  the  establishment  of  other  small  industries 
in  cooperation  with  local  private  capital. 

5.  Autoridad  de  Ticrras,  Informe  antial  aho  fiscal  1946  (San 
Juan,  1946),  p.  4. 


